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Focus of Remarks:

• Provide an overview of the financial analysis
requirements used in support of PCAs;

• Present  “Lessons Learned” from several years of
working with Sponsor’s submissions--

Things to ask for -- Things to avoid; and

• Discuss  real life examples to demonstrate how
Financing Plans are unique for each submission.



3

Overview of PCA Financial
Analysis Requirements

FINANCIAL ANALYSIS COMPONENTS

• Financing Plan -- Sponsor

• Statement of Financial Capability-- Sponsor

• Financial Assessment -- District
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Overview of PCA Financial
Analysis Requirements

FINANCING PLAN -- SPONSOR

• Schedule of estimated expenditures.

• Schedule of sources and uses of funds.

• Explanation of financing for all outlays.
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Overview of PCA Financial
Analysis Requirements

STATEMENT OF FINANCIAL

CAPABILITY -- SPONSOR

• Sponsor’s authority to obtain and utilize
source(s) of funds.

• Creditworthiness of Sponsor.

• Relationship and commitment from third
parties involved in Project financing.
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Overview of PCA Financial
Analysis Requirements

FINANCIAL ASSESSMENT -- DISTRICT

• Summarize Sponsor’s Plan & Capability.

• Ascertain the reasonableness of Sponsor’s
financial commitment.

• Assess the risk of non-performance.

• Level of detail dependent on complexity.
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Reasonableness of Sponsor’s
Financial Commitment

• Prior performance of Sponsor.

• Overall financial position of Sponsor.

• Certainty of revenue sources and method of
payment  (sufficient, reliable & timely).
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Analyze Sponsor’s Proposed
 Mix of Funding Sources

• Current available revenues.
• Proposed sale of public assets -- raise cash.
• State grants and/or loans.
• Contributions from other communities and

private sources.
• Bond financing- two general types:

– General Obligations -- full taxing power
– Revenue Bonds -- backed by fees/charges.



9

Evidence of Sponsor’s Capability

• Administrative support of Project.

• Financial data and final documentation.

• Authorization and legal debt limits

• Base of political support of local citizens.
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Summary of District’s Assessment

• Review of financing affordability.

• Additional undue burden determination.

• Minimize risk to Corps as signatory.
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Municipal Bond Ratings
• Definition:  A current assessment of the

creditworthiness of an issuer with respect to
a specific debt obligation.

AAA  AA  A  BBB = Investment Grade

BB B CCC  = Below Investment Grade (Junk)

C = No interest is being paid

D = Bond is in default; No payment of interest
and/or repayment of principal.



12

Lessons Learned from
the PCA Process

• Both the sponsor & the Corps often view the
Financial Analysis process as a bureaucratic
exercise.

• Overcome the urge to make the PCA be a “fill in
the blank” process for Corps and Sponsor.

• Third party commitments -- Signatory to the PCA
is often not the actual financial contributor.

• Often the State or other party is involved as co-
financial sponsor even though not a PCA
signatory.
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Lessons Learned from
the PCA Process

• Sources & Uses of funds must all add up & be on
same time frame according to the Federal / Non-
Federal Cost Allocation Table.

• O & M costs are very important and need to be
included in Financing Plan.

• NO two PCA’s /Financing Plan’s are the same.

• TIMING equal in importance to
Capability/Affordability regarding Finance Plans.
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Looking Beyond Bond Insurance

• The role of the Corps in the review of the PCA
Plan is akin to that of a credit rating service,
except this is a one time evaluation.

• The fact that the local sponsor’s bonds are insured
does not guarantee the success of the project.

• Sponsors obtain bond insurance for different
reasons -- one may need the policy to ensure
market access -- another buys insurance to lower
its borrowing costs.
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PCA and Competing Capital Projects

• Be aware of competition for sponsor’s scarce
resources – Economists call it opportunity cost
(what you give up to get something) – Corps’
project is not the only show in town – General
Obligation bonds might be lowest cost, easiest
route to finance project, but other local capital
projects might have a claim on lowest cost means
of financing.

• Will the PCA project deprive the community of
other needed capital improvements?
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PCAs and the Political Quotient
• Sponsor needs to be informed and plan  EARLY

in the PCA process to encourage a base of
political acceptance and to be built into sponsor’s
normal budgeting process.

• Need to be aware of whether funding the costs of
the PCA will result in taxpayer backlash.

• Corps should not directly advocate a financing
option – but assist in discussing options with the
sponsor – avoid steering a particular financing
solution since political fallout may result.
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The PCA Financing Plan
Things to Ask for

• Corps should request data on cost-per-customer ---
who pays, how is it paid & how burdensome/

affordable is it?

• Sponsor needs to show source of payment (wage
or income tax, sales tax, property tax, water &
sewer charge, excess revenues, etc..) and the
source of repayment of debt service.

• Who is the ultimate obligor of the local financing?
Is it the beneficiaries of the project, all local
taxpayers, or third parties?
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The PCA Financing Plan
Things to Avoid

• Corps role in financial analysis process is unique –
does not act as financial advisor.

• Avoid the urge to send sponsors copies of other PCA
financing plans -- it often confuses and misleads the
sponsor to not think about their unique project
requirements and funding.

• Corps should not specifically recommend a particular
financing/funding option – Corps can assist in
reviewing pros and cons of funding alternatives but
final choice is up to sponsors and their financial and
legal advisors.
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BOND RATINGS OF CITIES
WITH CORPS DISTRICTS

nNew York City

nChicago

nPortland

nSt. Louis

nWashington, DC


